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OVERVIEW  Taking a company’s environmental sustainability and social responsibility potential into account 
in the investment process has gained importance, both for investors and at IFC. As shareholders, equity 
investors such as IFC recognize that managing sustainability factors can encourage companies to improve 
their performance. Doing so also can result in reduced negative environmental impact, improved social 
benefits, and increased financial returns. IFC mobilizes institutional capital for equity funds and indices 
by working with firms, investors, and markets on identifying, recognizing, and rewarding sustainable 
and inclusive business practices. Specifically, opportunities for SBA lie in three key areas: work with 
investors to improve market standards and practices; mobilize investment through capacity-building and 
product development; and improve corporate disclosure and management of environmental, social, and 
governance risks and opportunities at the firm level.

Accomplishments in FY12
In FY12, we re-designed our web-based Private Equity Toolkit 
to make it more user-friendly and effective in building the 
ability of the financial industry to integrate environmental, 
social, and governance analysis into its investment processes. 
Responding to strong interest from financial institutions for a 
tool to help them manage their environmental and social risks, 
SBA developed a version that is now being piloted with a select 
group of commercial banks.

To support IFC’s efforts to make the case for development 
impact of private equity investment in emerging markets, an 
analysis of this investment flow’s capacity to create jobs was 
conducted. Results showed strong job growth for companies 
financed through IFC-supported private equity funding: 
almost 300,000 jobs were created between 2000 and 2010 in 
500 companies surveyed with IFC-supported private equity 
investment of about $400 million (equivalent to about 10 
percent of total IFC investment). While job growth rates were 

higher for smaller companies, the greatest absolute number 
of jobs was created by larger companies. Job growth was also 
closely tied to rate-of-investment return for the funds, showing 
that good financial performance did not come from cutting 
jobs, but rather from expanding companies, their valuations, 
revenue, and employee numbers. The findings from the report 
were used by IFC to substantiate a dialogue on the role of 
private equity funds in job creation and inclusiveness.

The Principal Officers Association of South Africa, the 
South African pension fund managers’ trade association, 
approached IFC after the country passed the new Pension 
Funds Act regulation, seeking assistance on integrating newly-
mandatory environmental, social, and governance analysis in 
its members’ investment processes. The fund has more than 
ZAR2 trillion (about $240 billion) in assets under manage-
ment. IFC is helping to develop a consistent framework and 
set of tools for South African retirement funds to comply 
with the new regulation. South Africa is pioneering regulation 
requiring pension funds to actively consider sustainability in 
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their investment process, and the guidelines should be easily 
replicable as other countries’ financial regulators follow South 
Africa’s example.

In FY12, SBA supported IFC’s strategy of mobilizing third-
party capital to fuel emerging-market sustainability projects. 
Investigating private equity as a type of capital uniquely suited 
for financing climate-friendly investments, which are typi-
cally characterized as risky, innovative, and relatively small, we 
commissioned the report, “Public 
Private Equity Partnerships: Accel-
erating the Growth of Climate 
Related Private Equity Invest-
ment.” It incorporated a series 
of studies to measure the climate 
change private equity market, 
identify market failures in the 
development of climate change-
related private equity funds, and 
showcase where and how private 
equity could be quickly deployed 
to fund climate change projects. 
Building on this research, IFC 
made a commitment of up to $75 million to the IFC Catalyst 
Fund, a fund of funds focused on the sector. The government 
of the United Kingdom has committed a similar amount to 
the fund.

In FY12 the Financial Times/IFC Sustainable Finance 
Awards were for the first time expanded beyond the financial 
sector and allowed companies to apply for new “Sustain-
able Investment of the Year” and “Technology in Sustainable 
Finance” categories. The FY12 awards attracted 161 entries 
from 145 financial institutions and 36 non-financial groups in 
67 countries, a record number. 

Lessons Learned
Engagement with firms, industry sectors, and regulators on 
sustainability is most effective when it is pragmatic and based on 
analysis and identification of barriers. The main lesson learned 
in FY12 was one of consolidation—not of projects and initia-
tives, but of delivery mechanisms across IFC’s work. As one 
example, IFC’s Sustainability Days proved to be a good platform 
for effectively sharing with clients a number of sustainability 

programs and initiatives that could 
be useful for them.

We also found that private 
equity funds are uniquely posi-
tioned to create a market for 
climate-friendly technologies, 
especially from small companies or 
start-ups, which develop renewable 
energy technologies because they 
have not built the track records 
needed to tap funding from other 
sources. After acquiring equity 
stakes in these small companies, 

private equity funds can retain firm control over them through 
board seats, and encourage innovation as a way of increasing 
asset value, and IFC can help facilitate this type of investment. 

Strategic Orientations
The Financial Times/IFC Sustainable Finance Awards will 
remain a flagship initiative for IFC. The structuring of the 
2013 edition will be finalized before the end of the calendar 
year, possibility with a much wider scope. We will also con-
tinue to explore opportunities to further promote sustainable 
investing. 

“Improving the environmental, social, and governance 
performance of businesses contributes to their financial 
resilience and profitability. … (IFC’s) project is an 
innovative and practical step for the industry to help 
address the challenges that South Africa is facing 
while improving returns for pensions and society.”

—Wanjiru Kirima, Chairperson, 
Principal Officers Association
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CLIMATE CHANGE INVESTMENT SUPPORT
Working with private equity and pension funds to increase climate-friendly 
investments in Africa

PROJECT AT A GLANCE

IFC is working with private equity and pension 
funds in Africa to promote investments in resource 
efficiency and renewable energy. In this context, 
IFC is promoting the integration of sustainability 
considerations into standard investment practices 
through training and workshops, developing related 
tools, assessing existing portfolios and practices, and 
providing recommendations.

The climate change agenda in Sub-Saharan Africa 
has long taken a backseat to more immediate 
concerns, such as food security and poverty allevia-
tion. Yet Africa urgently needs to develop a market 
for climate-friendly technologies that promote 
resource efficiency and renewable energy use in 
order to help its economy grow without harming 
the environment.

Private equity funds are uniquely positioned to 
create a market for climate-friendly technologies. 
More specifically, private equity financing is well-
suited to small companies, often start-ups, which 
develop renewable energy technologies because 
these companies have not built the track records 
needed to tap funding from other sources. After 
acquiring equity stakes in these small companies, 
private equity funds can retain firm control over 
them through board seats and encourage innova-
tion as a way of increasing asset value. However, 
climate-friendly investments by private equity funds 
and pension funds in Africa have been very limited 
so far. This can be attributed to lack of awareness 
of these technologies as well as a natural propensity 
to invest in business expansion rather than products 
that promote resource efficiency and savings.

IFC’S ROLE

IFC aims to encourage investments in renewable 
energy and resource efficiency by building the capac-
ity of private equity funds to implement projects 
that would lead to a reduction of greenhouse gas 
emissions. In Africa we are facilitating investment in 
climate-friendly technologies by working with private 

equity fund managers to identify resource efficiency 
improvements in the portfolios of client companies, 
guiding portfolio companies to help produce targeted 
recommendations and case studies, and encourag-
ing institutional investors that invest in private equity 
funds to integrate sustainability considerations into 
standard investment practices.

IMPACT & RESULTS

During the year, IFC signed five agreements with 
private equity funds in Africa to review their portfo-
lios and make resource efficiency recommendations. 
We also held six workshops on resource efficiency 
and investing in climate-friendly technologies, and 
trained 70 South African pension funds, represent-
ing $250 billion in assets under management, on 
sustainability standards in investing. Furthermore, 
IFC produced a toolkit for pension funds that pres-
ents processes and best practices for the integration 
of sustainability standards in the investment process, 
and is conducting seven resource efficiency assess-
ments of portfolio companies, offering recom-
mendations that can lead to significant reduction of 
greenhouse gas emissions.




